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July 1, 2009

TO: Dennis Fay, Executive Director
Alameda County Congestion Management Agency

Christine Monsen, Executive Director
Alameda County Transportation Improvement Authority

FR:  Suter, Wallauch, Corbett & Associates

RE:  Legislative Update

As unbelievable as it may sound, the Senate lifted the “call” half a dozen times on the 3
urgency bills needed as a stop-gap measure to avoid [OUs. All Dems voted "aye",
including those who stayed off the original roll calls, and Senator Yee, who changed his
vote from "no" to "aye". The 3 urgency measures needed as a stop-gap measure to avoid
I0Us and a bigger deficit were defeated on a 25-15 vote. Only two more votes would
have staved of a terrible tomorrow. And then, the clock struck midnight.

Senate President Pro Tem Steinberg adjourned the session until 10:00 today, when they
will "continue work on the budget." That continued work will now include a hole that is
$3 billion bigger. I0Us will be issued to those who should be receiving checks from the
State of California, for only the second time in our history.

One could argue that the $3 billion is better dealt with than accepting cuts to education,
deferrals, etc. We fear, though, that the problem will be exponentially bigger in coming
days. Court decisions and new lawsuits will have an effect, even if the economy
suddenly wakes up. We note bleakly that the hole is likely to be much larger than any
predictions by the time a rational settlement is reached.

Warrants in the Mail: Starting tomorrow, Controller John Chiang will start issuing
IOUs. Assuming there is sufficient cash on hand, these IOUs will be redeemable starting
October 1, 2009, with interest. The interest rate will be determined by the Pooled Money
Investment Board when it meets tomorrow, but it is expected the interest rate will be
3.5%. The Controller estimates he will issue $3.36 billion in IOUs. The IOUs will be
sent to state vendors, regional centers, and tax refunds. It will be the decision of each
bank on whether to honor these checks before the October 1 redemption date.

The Controller website has become daily stop for us and countless others. Here are a
couple links that may be of interest:

Frequently Ask Questions about registered warrants: http://www.sco.ca.gov/5935.html

Who will receive a registered warrant: http://www.sco.ca.qov/5919.html
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Transit Wins One: The 3" District Court of Appeal in Sacramento ruled in favor of the
California Transit Association on all issues related to the diversion of spillover and
Public Transportation Account funds to other non-public transit purposes. Shortly after
the announcement the Governor’s office announced it will appeal the decision.

In short, the decision finds that $1.1 billion in transit funds in the 2007-08 budget that
were transferred to debt service, home-to-school transportation, regional centers, and the
general fund was illegal, and the diversions in subsequent budgets are also illegal. If the
CTA prevails at the State Supreme Court, the state will be obligated to repay nearly $4
billion in transit funds.

The entire decision can be found at:
http://www.courtinfo.ca.gov/opinions/documents/C058479 PDF

Additional information about the lawsuit can be found at the CTA’s website.
http://www.calfransit.org/lawsuit

Although the Budget remains in limbo, the following is a recap of the local government
and transportation items that are pending.

Local Government

e Rejected the Governor’s proposal to borrow $1.982 billion from local
governments through the suspension of Proposition 1A of 2004,

* Rejected the Governor’s proposal to defer payment for and suspend 32 local
mandates. Instead, the Committee adopted an alternative proposed by the
Legislative Analyst (LAO). It does not suspend Brown Act requirements, but it
does reduce the time animal shelters must hold animals prior to euthanization
from six to three days. The alternative is available at:
http://lac.ca.gov/handouts/state_admin/2009/Non_Education Mandates 06 11 0

9.pdf
* Suspended the Williamson Act Open Space Subventions paid to local
governments for a $34.7 million savings.
* Approved May Revision placeholder trailer bill language to provide a statutory
fix for the 2008-09 Redevelopment Agency shift to ERAF of $350 million.

Transportation

o Transit Spill over funds: After several members made statements that this is a
bad decision that they are forced to make due the state’s fiscal situation, the
Conference Committee unanimously approved diverting $336 million in
additional spill over revenue to the general fund.

* Reallocation of Transit Revenue: In February the Legislature diverted the
“base” revenue in the Public Transportation Account to home-to-school
transportation. Yesterday, the Committee unanimously agreed to transfer these
funds away from yellow school bus service to the general fund.
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Local Excise Tax Revenue: The Committee agreed to divert $1.7 billion in
gasoline excise tax revenue from the cities and counties over the next two years.
The funds will be used to pay for transportation bond debt service. The proposal
would take $986 million in 2009-10 and $750 million in 2010-11. In addition, the
Committee agreed to divert $135 million from the State Highway Account to debt
service payments.

Prop 42 Suspension: The Committee unanimously rejected the LAO’s proposal
to suspend Prop 42 payments.

Local Airport Grants: The Committee agreed to suspend payment of $4 million
in local airport grants.

Public-Private Partnerships: On a party line vote the Committee approved $9
million in funding to implement the authority to enter into public-private
partnerships contracts for transportation projects as provided in SB 4 XX that was
enacted in February. The action include budget bill and trailer bill language that
essentially provide the CTC with oversight in implementing this program.
Capital Outlay Staff: The Committee unanimously approved a $13 million
reduction in the Caltrans capital outlay support staff budget. This reduction is
split with 90% of the cut coming from state staff and 10% from contracted
workload.

Prop 1B — Local Street & Road Funds: The Committee approved appropriating
the remaining $700 million in Prop 1B bond that are dedicated to local street and
road projects. The action includes budget bill language that will allow cities and
counties additional time to spend these funds and prior appropriations.

High Speed Rail Funding: The Committee agreed on a split vote to appropriate
$139 million in High Speed Rail bond funds to the High Speed Rail Authority to
continue environmental work for the project. The action includes budget bill
language that requires to the Authority to complete its updated business plan in
order to receive the entire amount.
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